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Department of Administration - |  OFFICE - (401)277 - 2280

Robert L. Carl, Jr., Ph.D. ~ FAX (401)277 - 6436
DIRECTOR TDD (401)277-1227

One Capitol Hill
Providence, RI 02908-5890
February 23, 2000

The Honorable Lincoln C. Almond, Governor
State of Rhode Island

State House
Providence, Rhode Island 02903

Dear Governor Almond:

In accordance with Section 35-6-1 of the General Laws, we are pleased to submit to you the
Comprehensive Annual Financial Report of the State of Rhode Island and Providence Plantations
for the fiscal year ended June 30, 1999. This report was prepared by the state’s Department of
Administration - Office of Accounts and Control. Responsibility for both the accuracy of the data
and the completeness and fairness of the presentation rests with management. We believe the data,
as presented, is accurate in all material aspects; that it is presented in a manner designed to fairly set
forth the financial position and results of operations of the state as measured by the financial
activity of its various funds and component units; and that all disclosures necessary to enable the
reader to gain the maximum understanding of the state’s financial affairs have been included.

-

This report has been prepared in accordance with generally accepted accounting principles for
governments as promulgated by the Governmental Accounting Standards Board. It 1s presented in
three sections: Introductory, Financial, and Statistical. The Introductory Section includes this letter
of transmittal, the organization chart, and a list of officials of state government. The Financial
Section includes the Independent Auditor’s Report, the general-purpose financial statements,
required supplementary information and the combining and individual fund financial statements.
The Statistical Section, which s unaudited, includes selected financial and demographic information,
generally presented on a multi-year basts. -

ACCOUNTING SYSTEM AND BUDGETARY CONTROL-".

Management of the state is responsible for estal)hshmg and maintaining an_internal control
structure designed to provide reasonable, but not absolute, assurance that the assets of the state are
protected from loss, theft, or misuse and that adequate accounting data are compiled to allow for
preparation of financial statements in conformxty with generally accepted accounting pnnc1ples
The concept of reasonable assurance recognizes that (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and
judgments by management. Managers in all branches and components of government are required
to maintain comprehensive internal control systems, to regularly evaluate the effectiveness and
adequacy of these systems by internal reviews, and to submit an annual report on these internal
controls to the Governor in accordance with the 1986 Financial Integrity and Accountability Act.

1 .



Governor Lincoln C. Almond
February 23, 2000

‘The Governor 1s required to submit to the General Assembly an executive budget for the General
Fund which contains a complete plan of expenditures for the ensuing fiscal year and identifies the

anticipated revenues sufficient to meet the proposed expenditures. Preparation and submission of the
budget i1s governed by both the state constitution and the General Laws of the state.

The budget as proposed by the Governor is considered by the General Assembly which, under state
law, may increase, decrease, alter or strike out any items in the budget, provided the General Assembly
may not take any action which would cause an excess of expenditures over expected revenues. No
appropriation in excess of budget recommendations may be enacted by the General Assembly unless it

shall provide the necessary additional revenue to cover such appropriation.

In addition, a State Budget Reserve Account is maintained within the General Fund. Annually, two
percent of general revenues and opening surplus are set aside in this reserve account. Amounts in
excess of three percent of the total general revenues and opening surplus are transferred to the bond
capital fund to be used for capital projects, debt reduction and/or debt service. The reserve or any
portion thereof, may be appropriated in the event of an emergency involving the health, safety or
welfare of the citizens of the state or in the event of an unanticipated deficit in any given fiscal year,
such appropniations to be approved by a majority of each chamber of the General Assembly. The

balance in this reserve account at June 30, 1999 was $65.4 million.

REPORTING ENTITY AND I'TS SERVICES

The funds and component units included in this report are those for which the state is accountable,
based on criteria for defining the reporting entity prescribed in Governmental Accounting Standards
Board Statement No. 14, The Financial Reporting Entity. The criteria include appointing a voting majority
of an organization’s governing body and (1) the ability of the state to impose i1ts will on the organization
or (2) the potential for the organization to provide specific financial benefits or impose specific financial
burdens on the state. More information about the state reporting entity can be found in Note 1 to the

general-purpose financial statements.

The state provides a full range of services contemplated by statute or character. These include
education, health and social services, transportation, law, public safety, recreation, public improvements,

and comprehensive support.



Governor Lincoln C. Almond
February 23, 2000

GENERAL FUND CONDITION

The General Fund accounts for the financing of the principal operations of state government and
most jointly financed state-federal programs. Revenues and other sources of the General Fund totaled
$3.2 billion in fiscal year 1999, an increase of $128 million (4.15%) from the previous year. The
revenues from various sources and the change from the previous year are shown in the following
tabulation (amounts in thousands): o

Increase (decreases)
_ ___from 71998 _
71999 1998 Amount Percent
Taxes: |
Personal income 3 757557 $ 722809 $ 34,748 4.81
Sales and use 678,414 648,701 29,713 458
General business 194,115 206,781 (12,666) (6.13)
Other _ 44716 43,932 784 1.78
Subtotal 1,674,802 1,622,223 52,579 3.24
Federal grants 1,002,940 932,240 70,700 7.58
Restricted revenues 106,968 118,179 (11,211) (9.49)
Licenses, fines, sales, and services 163,031 167,392 5,639 3.58
Other general revenues 36614 32,874 3.740 11.38
Subtotal 1,309,553 1,240,685 68,868 5.55
Total revenues 2,984 355 2,862,908 121,447 4.24
Other sources 231,538 224,867 6,671 2.97
Total revenues and other sources $ 3215883 $ 3087775 § 128,118 4.15

Expenditures and other uses totaled. $3.242 billiori _in-fisc:'ll' year 1999, an increase of $256 million
(8.57%) from the previous year. Changes in expenditures and other uses by function trom fiscal 1 998
are shown in the following tabulation (amounts 1n _th:c)qsﬂ:m'ds);_.“'___ o | o

Increase (decrease)

from 1998 |

1999 1998 Amount Percent |
General government $ 180,185 $ 187,866 $ (7.681) (4.09)
Human services 1,630,699 1,531,939 98,760 6.45
Education 43723 43222 501 1.16
Public safety 246057 233031 13,026 5.59
Environment . . 47.805 42975 4,920 11.45
Capital outlay N 26,034 16,656 9,378 56.30
| intergovermmental 681,374 575972 105,402 18.30

Debt service: S e S

Principal 40655 . . 38567 © . 2088 541
Interest 33630 34285 . (655)  (1.91)
Total expenditures 2930252 - 2704513 . - 225739 8.35
Other uses 311708 . 281411 30,298 10.77
Total expenditures and other uses $ 3241961 $ 2,985924   $ © 256,037 8.57

As a result of the operating performance discussed above, the state’s general fund ended fiscal 1999
with an undesignated fund balance of $98.3 million. o | |



Governor Lincoln C. Almond
February 23, 2000

CASH MANAGEMENT

The General Treasurer is responsible for the deposit of cash receipts and for the payment of sums,
as may be required and upon due authorization from the State Controller. Major emphasis is placed by
the General Treasurer on cash management in order to insure that there is adequate cash on hand to

meet the obligations of the state as they arise.

The General Treasurer is also responsible for the investment of certain funds and accounts of the
state on a day-to-day basis. In addition, the General Treasurer is the custodian of certain other funds
and accounts and, in conjunction with the State Investment Commission, invests the amounts on
deposit in such funds and accounts. The General Treasurer submits an annual report to the General
Assembly on the performance of the state’s investments. '

DEBT ADMINISTRATION

Under the State Constitution, the General Assembly has no power to incur state debts in excess of |
$50,000 without the consent of the people, except in the case of war, insurrection or invasion; or to
pledge the faith of the state to the payment of obligations without such consent.

The state’s general obligation bonds have been aséig’hed ratings by Fitch IBCA, Inc. (“Fitch.’.’)', |

Moody’s Investors Service (“Moody’s”) and Standard and Poor’s (“Standard and Poor’s”). Certain

bonds that are designated as insured bonds, are rated “AAA”, “Aaa”, and “AAA” by Fitch, Moody’s and
Standard and Poor’s, respectively. Payment of principal and interest on the insured bonds s guaranteed
by a municipal bond insurance policy. Other than the insured bonds, the state’s general obligation bonds
are rated on a long-term/short-term basis as follows: “AA-/F-1+7, “Aa3/VMIG 17, and “AA-/A-1+c” |
by Fitch, Moody’s and Standard and Poor’s, respectively. The state had $790.0 million of general
obligation bonds supported by taxes outstanding at fiscal year-end. During fiscal 1999, the state 1ssued
$146.9 million of general obligation bonds and redeemed $124.5 million. The total amount of general
obligation bonded debt supported by taxes that was authorized by the voters, but not yet issued was
$310.8 million at June 30, 1999. "

The state has reported $174.3 million of revenue bonds of the R.I. Refunding Bond Authority
(RIRBA) in the General Long-Term Debt Account Group. The bonds are secured by lease rentals
payable by the state pursuant to lease agreements relating to projects financed by RIRBA and leased to
the state, and to loan funds to the state to effect the advance refunding of general obligation bonds

issued by the state in 1984.

In addition, the state has pledged or guaranteed the bonds and notes issued by or on behalf of
certain agencies, commissions, and authorities of the state. At the end of fiscal 1999, this guaranteed
debt amounted to $21.3 million. | S |

The state has entered into a lease agreement with the R.I. Convention Center Authority (RICCA)
related to the RICCA's construction of a convention center and parking facilities. The lease agreement
requires rental payments by the state 1n an amount sufficient to pay the operating expenses of the
RICCA and debt service on its obligations. At June 30, 1999 the state’s obligation to the RICCA
amounted to $329.7 mullion. ' . ' |

-4 -



Governor Lincoln C. Almond
February 23, 2000

In addition, the state has entered into lease agreements with financial institutions to provide funding
for certain capital acquisitions through the issuance of lease participation certificates. At June 30, 1999,
$96.9 million of certificates of participation remained outstanding,

It is important to note that repayment of obligations under capital leases is contingent upon and
subject to annual appropriation by the General Assembly. )

AUDIT

The general-purpose financial statements of the state have been audited by the Auditor General as
required by Section 35-7-10 of the General Laws. The Independent Auditor’s Report is included in the
Financial Section of this report. |
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We wish to express our sincere appreciation to the many individuals who assisted and contributed to
the preparation of this report. It could not have been accomplished without the professionalism and
dedication demonstrated by the entire staff of the Office of Accounts and Control, the Treasury
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thank the Governor and members of the General Assembly for their interest and support in planning
and conducting the financial operations of the state in a responsible and progressive manner.

Respectfully submitted,

iz oy

Robert L. Carl, Jr., Ph.D.
Director
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- State Controller.
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State of Rhode Island and Profidence Plantations

OFFICE
GENERAL ASSEMBLY (401) rgi)z(-z:ws
ERNEST A. ALMONTE, CPA, CFE T ¥ (401) 222-2111
Auditor General @fftﬂe Uf the CAuhttUr @Bnera[ _

1145 Main Street
Pawtucket, Rhode Isiand 02860-4807

INDEPENDENT AUDITOR'S REPORT

Finance Committee of the House of Representatives and
Joint Commiittee on Legislative Services, General Assembly,
State of Rhode Island and Providence Plantations:

We have audited the accompanying general-purpose financial statements of the State of
Rhode Island and Providence Plantations (the State) as of and for the year ended June 30, 1999
as listed in the Table of Contents. These general-purpose financial statements are the
responsibility of the State's management. Our responsibility is to express an opinion on these
general-purpose financial statements based on our audit. We did not audit the financial
statements of certain component units which represent 100% of the assets and revenues of the
discretely presented component units. Those financial statements were audited by other
auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates

to the amounts included for these component units, is based solely on the reports of the other
auditors.

We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit and the
reports of other auditors provide a reasonable basis for our opinion.

The general-purpose financial statements do not include the statement of the general fixed
assets account group which should be included in order to conform with generally accepted
accounting principles. The State has not completed the accumulation of historical information
as to the cost and classification of its investment in general fixed assets. The amount that
should be recorded in the general fixed assets account group is not known.



Finance Committee
Joint Committee on Legislative Services
Page 2

In our opinion, based on our audit and the reports of other auditors, except for the effect
on the general-purpose financial statements of the omission of the statement of the general
fixed assets account, the general-purpose financial statements referred to above present fairly,
in all material respects, the financial position of the State at June 30, 1999, and the results of
its operations, the cash flows of its proprietary fund types, nonexpendable trust funds and
proprietary component units, and the changes in plan net assets of its pension trust funds for
the year then ended in conformity with generally accepted accounting principles.

As discussed in Note 1(W), the State changed its definition of the reporting entity.

As discussed in Note 21, the R.I. Depositors Economic Protection Corporation, a
proprietary component unit, is dependent upon annual appropriations by the General Assembly
of the State of a portion of the State's sales and use tax revenue to fund debt service on certain
bonded indebtedness totaling $107.3 million at June 30, 1999.

In accordance with Government Auditing Standards, we have also issued our report dated
February 23, 2000, on our consideration of the State’s internal control over financial reporting

and our tests of its compliance with certain provisions of laws, regulations, contracts, and
grants.

Our audit was performed for the purpose of forming an opinion on the general-purpose
financial statements of the State, taken as a whole. The Schedules of Funding Progress as
listed in the Table of Contents are not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and express no opinion on it. The
combining and individual fund statements, as listed in the Table of Contents, are presented for
purposes of additional analysis and are not a required part of the general-purpose financial
statements of the State. Such information has been subjected to the auditing procedures applied
in the audit of the general-purpose financial statements and, in our opinion, based on our audit

and the reports of other auditors, is fairly presented in all material respects in relation to the
general-purpose financial statements taken as a whole.

We did not audit the data included in the statistical section and, accordingly, express no

opinion thereon.
7

Ernest A. Almonte, CPA, CFE
February 23, 2000 Auditor General
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED BALANCE SHEET
ALL FUND TYPES, ACCOUNT GROUPS, AND DISCRETELY PRESENTED COMPONENT UNIT¢

June 30, 1999
(Expressed in thousands)

Governmental Fund Types Proprietary Fund Types
Special Debt Capital Enterprise Internal
Assets General Revenue Service Projects (State Lottery) Service
Cash and cash equivalents $ 226,078 $ 45806 $ $ 86,937 $ 12,839 § 2,666
Funds on deposit with fiscal agent 22,771
Investments 27,869 15,846 4,159
Receivables (net) 92,590 15,497 24 10,697 1,577
Due from other funds 19,093 1,645 4,000 1,922 7,162
Due from component units 1,010 2,797
Due from primary government
Due from other governments and agencies (net) 152,537 31,863 3,803
Inventories 571 2,474
Loans to other funds 7,748
Loans and real estate held
Fixed assets (net) 600 6,490
Other assets 4,934 3,483 845
Amount available in debt service reserves
Amount to be provided for retirement of
general long-term obligations
Rentals due
Total assets $ 503990 $ 125477 § 4,000 $ 134,786 $ 29,711 $ 20,369
Liabilities and Fund Equity
Liabilities:
Cash overdraft $ $ 3,097 $ $ $ 33
Vouchers and accounts payable 218,310 25,714 5,202 5,512 4,923
Due to other funds 19,118 6,673 1,252 12,385 1,155
Due to component units 13,933 499 5,170
Due to primary government
Due to other governments and agencies 4,035
Accrued liabilities 17,183 2,100 248 1,976
Deferred revenue 3,272 2,132 897
Loans from other funds 3,489 4,259
Other current liabilities 19,141 4,461
Compensated absences
Notes payable
Loans payable
Obligations under capital leases 2,330
Bonds payable
Other long-term liabilities 10,418
Total liabilities 294,992 40,215 19,574 29,460 14,676
Fund equity:
Contributed capital
Retained earnings:
Reserved 896
Unreserved (deficit) 251 4,797
Fund balances:
Reserved 110,698 242,737 4,000 41,266
Unreserved:
Designated 25,164 74,071
Undesignated (deficit) 98,300 (182,639) (125)
Total fund equity 208,998 85,262 4,000 115,212 251 5,693
Total liabilities and fund equity $ 503990 $ 125477 § 4,000 $ 134,786 $ 29,711 $ 20,369

The accompanying notes are an integral part of these financial statements.

-13-



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

Fiduciary TOTAL PRIMARY TOTAL REPORTING
Fund Types Account Group GOVERNMENT Component Units ENTITY
Trust and General (Memorandum (Memorandum
Agency Long-term Debt only) Governmental Proprietary only)

1,526 $ $ 375,852 % 35954 §$ 333,170 $ 744,976
240,130 262,901 262,901
6,617,340 6,665,214 1,818 780,707 7,447,739
21,259 141,644 35,143 1,969,471 2,146,258
6,848 40,670 17,507 58,177
3,807 3,807

5,475 29,183 34,658

1,069 189,272 20,328 209,600
3,045 2,628 1,719 7,392

7,748 7,748

22,015 22,015

7,090 1,992 932,965 942,047

9,262 4,935 153,823 168,020

22,656 22,656 855 23,511

1,482,541 1,482,541 83,351 1,565,892

9,150 9,150

6,888,172 $ 1,505,197 $ 9,211,702  $ 189,658 $ 4,252,531 $ 13,653,891
7979 $ $ 11,109 § 12,890 $ 128 $ 24,127
4,146 263,807 21,051 22,915 307,773

87 40,670 17,507 58,177

19,602 19,602

927 83 1,010

758 4,793 18,473 23,266
21,507 75,942 97,449

6,301 11,553 7,261 25,115

7,748 7,748

58,776 82,378 2,433 84,811
62,478 62,478 34,033 96,511

2,366 28,332 30,698

495 43,397 43,892

426,530 428,860 7,392 36,265 472,517

998,961 998,961 40,322 2,921,156 3,960,439

17,228 27,646 1,153 271,974 300,773

71,746 1,505,197 1,975,860 152,122 3,425,926 5,553,908
372,028 372,028

896 238,959 239,855

5,048 (2,783) 215,618 217,883

6,813,208 7,211,909 62,508 7,274,417
99,235 99,235
3,218 (81,246) (22,189) (103,435)
6,816,426 7,235,842 37,536 826,605 8,099,983
6,888,172 $ 1,505,197 $ 9,211,702  $ 189,658 $ 4,252,531 $ 13,653,891

-14 -



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES

ALL GOVERNMENTAL FUND TYPES, EXPENDABLE TRUST FUNDS, AND DISCRETELY
PRESENTED GOVERNMENTAL COMPONENT UNITS

For the Fiscal Year Ended June 30, 1999

(Expressed in thousands)

Revenues:
Taxes
Licenses, fines, sales, and services
Departmental restricted revenue
Federal grants
Income from investments
Other revenues

Total revenues
Other financing sources:
Bonds and notes issued
Operating transfers in
Operating transfers from primary government
Operating transfers from component units
Other

Total revenues and other financing sources

Expenditures:
Current:
General government
Human services
Education
Public safety
Environment
Transportation
Capital outlays
Intergovernmental
Debt service:
Principal
Interest and other charges

Total expenditures

Other financing uses:
Payments to refunded bonds escrow agents
Operating transfers out
Operating transfers to component units
Other

Total expenditures and other financing uses

Revenues and other financing sources over (under)
expenditures and other financing uses

Net gain from proprietary operations

Fund balances, July 1, 1998

Fund balances, June 30, 1999

Governmental Fund Types

Special Debt Capital
General Revenue Service Projects
1,674,802 $ 244,206
163,031 4,308 8,586
106,968 240
1,002,940 208,499 3,994
7,378 4,284 8,764
29,236 3,421
2,984,355 464,958 21,344
146,870
211,158 30,759 4,000 39,405
4,000 6,467
16,380 5,199
3,215,893 502,184 4,000 212,818
180,185 31,340
1,630,699 131,241
43,723
246,057
47,895 6,834
43,660
26,034 172,977 28,562
681,374 79 3,437
40,655 18,588
33,630 19,621 12,568
2,930,252 424,340 44,567
84,763
43,845 32,302 73,066
267,864 45,580 36,749
3,241,961 502,222 239,145
(26,068) (38) 4,000 (26,327)
235,066 85,300 141,539
208,998 $ 85,262 4,000 115,212

The accompanying notes are an integral part of these financial statements.

-15 -



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

TOTAL TOTAL
Fiduciary PRIMARY Component REPORTING
Fund Types GOVERNMENT Units ENTITY
Expendable (Memorandum (Memorandum
Trust only) Governmental only)
184,811  $ 2,103,819 $ $ 2,103,819
175,925 174,263 350,188
107,208 107,208
1,596 1,217,029 59,681 1,276,710
14,460 34,886 34,886
1,280 33,937 35,170 69,107
202,147 3,672,804 269,114 3,941,918
146,870 146,870
285,322 4,732 290,054
180,991 180,991
10,467 10,467
5,018 26,597 7,999 34,596
207,165 4,142,060 462,836 4,604,896
211,525 211,525
145,161 1,907,101 1,907,101
43,723 424,583 468,306
246,057 246,057
54,729 54,729
43,660 43,660
227,573 17,473 245,046
684,890 684,890
59,243 3,706 62,949
65,819 5,465 71,284
145,161 3,544,320 451,227 3,995,547
84,763 84,763
149,213 4,653 153,866
350,193 350,193
3,151 3,151 3,151
148,312 4,131,640 455,880 4,587,520
58,853 10,420 6,956 17,376
1 1
185,332 647,237 30,579 677,816
244,185 $ 657,657 $ 37,536 % 695,193
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY

ALL PROPRIETARY FUND TYPES, SIMILAR TRUST FUNDS, AND DISCRETELY
PRESENTED PROPRIETARY COMPONENT UNITS

For the Fiscal Year Ended June 30, 1999

(Expressed in thousands)

Operating revenues:
Charges for services
Interest income
Other operating income

Total operating revenues

Operating expenses:
Personal services
Supplies, materials, and services
Interest expense
Grant, scholarships, and contract programs
Prize awards
Depreciation, depletion, and amortization
Other operating expenses

Total operating expenses

Operating income
Nonoperating revenues (expenses):
Income from investments
Grants
Gain on sale of property
Interest expense
Other nonoperating revenues

Total nonoperating revenue (expenses)

Income before transfers

Operating transfers in

Operating transfers out

Operating transfers from primary government
Operating transfers to primary government

Income (loss) before extraordinary
items and cumulative effect of
change in accounting principle

Extraordinary items
Cumulative effect of change in
accounting principle
Net income (loss)

Other changes in fund equity:
Increase in contributed capital
Other

Net increase (decrease) in fund equity
Fund equity, July 1, 1998, as restated

Fund equity, June 30, 1999

TOTAL TOTAL
Fiduciary PRIMARY Component REPORTING
Proprietary Fund Types Fund Types GOVERNMENT Units ENTITY
Enterprise Internal Nonexpendable (Memorandum (Memorandum
(State Lottery) Service Trust only) Proprietary only)

$ 741,170 $ 76876 $ 69 § 818,115 $ 173,189 § 991,304
340 340 175,633 175,973

34,477 34,477

741,170 76,876 409 818,455 383,299 1,201,754
2,792 11,680 14,472 87,513 101,985

104,382 63,039 167,421 84,710 252,131
123,758 123,758

9,678 9,678

501,224 501,224 501,224

191 655 846 44,575 45,421

131 131 18,627 18,758

608,589 75,374 131 684,094 368,861 1,052,955
132,581 1,502 278 134,361 14,438 148,799

528 8 536 7,705 8,241

22,274 22,274

371 371
(99) (99) (41,982) (42,081)

384 384 9,733 10,117
912 (91) 821 (1,899) (1,078)

133,493 1,411 278 135,182 12,539 147,721

330 330 330
(133,565) (133,565) (133,565)
112,718 112,718
(4,000) (4,000)

(72) 1,741 278 1,947 121,257 123,204
(5,693) (5,693)

2,064 2,064

(72) 1,741 278 1,947 117,628 119,575

40,055 40,055
(5,493) (5,493)

(72) 1,741 278 1,947 152,190 154,137

323 3,952 2,940 7,215 674,415 681,630

$ 251 § 5693 $ 3218 $ 9,162 § 826,605 $ 835,767

The accompanying notes are an integral part of these financial statements.
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPES, SIMILAR TRUST FUNDS, AND DISCRETELY

PRESENTED PROPRIETARY COMPONENT UNITS
For the Fiscal Year Ended June 30, 1999
(Expressed in thousands)

TOTAL TOTAL
Fiduciary PRIMARY Component REPORTING
Proprietary Fund Types Fund Types GOVERNMENT Units ENTITY
Enterprise Internal Nonexpendable (Memorandum (Memorandum
(State Lottery) Service Trust only) Proprietary only)
Cash flows from operating activities
Cash received from customers $ 758279 $ 70252 $ $ 828,531 $ 553,162 $ 1,381,693
Cash received from grants 316 316
Collections from loans and receivership assets 35,691 35,691
Proceeds from the sale of real estate owned 701 701
Cash payments to suppliers for goods and services (2,872) (62,438) (65,310) (109,970) (175,280)
Cash payments to employees for services (2,765) (11,551) (14,316) (76,273) (90,589)
Loans issued (138,209) (138,209)
Cash payments for claims, grants, and scholarships (147,837) (147,837)
Other operating revenue 168 483 69 720 14,362 15,082
Other operating expenses (623,261) (179) (623,440) (447) (623,887)
Net cash provided by (used for)
operating activities 129,549 (3,254) (110) 126,185 131,496 257,681
Cash flows from noncapital financing activities:
Proceeds from issuance of long-term debt 420,173 420,173
Payment of bonds and notes (360,241) (360,241)
Payment of interest (134,258) (134,258)
Proceeds from grants 19,317 19,317
Loans from other funds 2,139 2,139 2,139
Repayment of loans to other funds (116) (116) (116)
Collection of loans and mortgages 2 2
Contract revenue 3,238 3,238
Operating transfers out (122,353) (122,353) (943) (123,296)
Operating transfers from primary government 112,651 112,651
Operating transfers to primary government (4,000) (4,000)
Grants issued (1,522) (1,522)
Negative cash balance implicitly financed 33 33 128 161
Net cash provided by (used for) noncapital
financing activities (122,353) 2,056 (120,297) 54,545 (65,752)
Cash flows from capital and related
financing activities:
Principal paid on revenue bonds (13,264) (13,264)
Proceeds from issuance of long-term debt 22,514 22,514
Payment of interest (99) (99) (33,814) (33,913)
Payment of notes and loans (16,347) (16,347)
Payment of capital lease obligations (574) (574) (3,582) (4,156)
Payment of financing costs (1,047) (1,047)
Payment for the purchase of program rights (298) (298)
Acquisition of capital assets (173) (2,466) (2,639) (93,589) (96,228)
Contributed capital 330 330 39,259 39,589
Proceeds from capital grants used for operating activities 5,385 5,385
Proceeds from sale of assets 519 519
Net cash provided by (used for) capital
and related financing activities (173) (2,809) (2,982) (94,264) (97,246)
Cash flows from investing activities:
Purchase of investments (1,617) (1,617) (837,084) (838,701)
Proceeds from sale and maturity of investments 1,809 1,744 3,553 627,827 631,380
Interest on investments 529 8 85 622 52,150 52,772
Net cash provided by (used for) investing activities 2,338 8 212 2,558 (157,107) (154,549)
Net increase (decrease) in cash and
cash equivalents 9,361 (3,999) 102 5,464 (65,330) (59,866)
Cash and cash equivalents, July 1, 1998 3,478 6,665 524 10,667 389,302 399,969
Cash and cash equivalents, June 30, 1999 $ 12,839 $ 2666 $ 626 $ 16,131 $ 323,972 $ 340,103

The accompanying notes are an integral part of these financial statements.
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

TOTAL TOTAL
Fiduciary PRIMARY Component REPORTING
Proprietary Fund Types Fund Types GOVERNMENT Units ENTITY
Enterprise Internal Nonexpendable (Memorandum (Memorandum
(State Lottery) Service Trust only) Proprietary only)
Reconciliation of operating income to net cash
provided by (used for) operating activities:
Operating income $ 132,581 $ 1,502 $ 278 $ 134,361 $ 14438 $ 148,799
Adjustments to reconcile operating income
to net cash provided by (used for) operating
activities:
Depreciation, depletion, and amortization 191 655 846 44,575 45,421
Interest on investments and other income (2,080) (340) (2,420) (50,612) (53,032)
Interest expense 124,849 124,849
Provision for cost of scholarships 2,100 2,100
Landfill postclosure costs (2,709) (2,709)
(Increase) decrease in assets:
Receivables (3,675) (7,405) (11,080) (17,252) (28,332)
Inventories 142 (497) (355) 189 (166)
Prepaid items (713) (713)
Other assets 1,787 1,787 1,142 2,929
Increase (decrease) in liabilities:
Accounts payable and accrued expenses (34) 2,362 (48) 2,280 7,008 9,288
Deferred revenue 170 170 (629) (459)
Escrow deposits 9,110 9,110
Other liabilities 467 129 596 596
Subtotal (3,032) (4,756) (388) (8,176) 117,058 108,882
Net cash provided by (used for) operating activities $ 129,549 §$ (3,254) $ (110) $ 126,185 $ 131,496 $ 257,681
Noncash investing, capital, and financing activities:
Assets acquired through loan program $ $ $ $ $ 4,943 3 4,943
Interest capitalized 3 3
Accretion of interest on investment for jackpot awards 385 385 385
Increase in funds on deposit and deferred revenue 271 271 271
Total noncash transactions $ 656 $ $ $ 656 $ 4946 $ 5,602
Cash and cash equivalents in the Fiduciary Fund Types on the Combined Balance Sheet include:
Expendable Trust Funds $ 523
Pension Trust Funds 239
Agency Fund 138
Nonexpendable Trust Funds 626
Total $ 1,526
Cash and cash equivalents for Proprietary Component Units on the Combined Balance Sheet include:
Cash and cash equivalents from Statement of Cash Flow $ 323,972
R.l. Housing Mortgage Finance Corporation - Affordability Housing Trust 2,168
R.l. Higher Education Assistance Authority - Savings Trust 14
R.I. Higher Education Assistance Authority - Federal Student Loan Reserve Fund 7,016
Total $ 333,170
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND AND BUDGETED SPECIAL REVENUE FUNDS

For the Fiscal Year Ended June 30, 1999
(Expressed in thousands)

Revenues:
Taxes
Licenses, fines, sales, and services
Departmental restricted revenue
Federal grants
Other revenues

Total revenues

Other financing sources:
Operating transfers in
Operating transfers from component units
Other

Total revenues and other financing sources

Expenditures:
Current:
General government
Human services
Education
Public safety
Environment
Transportation
Capital outlays
Intergovernmental
Debt service:
Principal
Interest and other charges

Total expenditures

Other financing uses:
Operating transfers out
Operating transfers to component units

Total expenditures and other financing uses

Revenues and other financing sources over (under)

expenditures and other financing uses
Fund balances, July 1, 1998

Fund balances, June 30, 1999

General Fund

Budget Actual Variance
$ 1,664,950 $ 1,674,802 $ 9,852
160,200 163,031 2,831
110,609 106,968 (3,641)
1,059,177 1,002,940 (56,237)
36,000 36,614 614
3,030,936 2,984,355 (46,581)
211,728 211,158 (570)
4,000 4,000
15,015 16,380 1,365
3,261,679 3,215,893 (45,786)
210,667 180,185 30,482
1,672,800 1,630,699 42,101
51,013 43,723 7,290
256,445 246,057 10,388
68,389 47,895 20,494
26,034 26,034
681,374 681,374
40,655 40,655
33,630 33,630
3,041,007 2,930,252 110,755
39,876 43,845 (3,969)
266,938 267,864 (926)
3,347,821 3,241,961 105,860
(86,142) (26,068) 60,074
235,066 235,066
$ 148,924 $ 208,998 $ 60,074

The accompanying notes are an integral part of these financial statements.
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

Budgeted Special Revenue Funds

(Memorandum Only)

Total

Budget Actual Variance Budget Actual Variance
$ 247120 $ 244206 $ (2,914) $ 1,912,070 $ 1,919,008 $ 6,938
160,200 163,031 2,831
180 240 60 110,789 107,208 (3,581)
260,709 208,499 (52,210) 1,319,886 1,211,439 (108,447)
2,114 7,050 4,936 38,114 43,664 5,550
510,123 459,995 (50,128) 3,541,059 3,444,350 (96,709)
45,000 36,202 (8,798) 256,728 247,360 (9,368)
4,000 4,000

15,015 16,380 1,365
555,123 496,197 (58,926) 3,816,802 3,712,090 (104,712)
31,912 31,340 572 242,579 211,525 31,054
136,093 131,241 4,852 1,808,893 1,761,940 46,953
51,013 43,723 7,290

256,445 246,057 10,388

68,389 47,895 20,494

67,636 42,167 25,469 67,636 42,167 25,469
201,536 172,977 28,559 227,570 199,011 28,559
79 (79) 681,374 681,453 (79)

18,588 18,588 59,243 59,243

19,754 19,621 133 53,384 53,251 133
475,519 416,013 59,506 3,516,526 3,346,265 170,261
27,205 32,302 (5,097) 67,081 76,147 (9,066)
64,289 45,580 18,709 331,227 313,444 17,783
567,013 493,895 73,118 3,914,834 3,735,856 178,978
(11,890) 2,302 14,192 (98,032) (23,766) 74,266
7,500 80,913 73,413 242,566 315,979 73,413

$ (4,390) $ 83,215 $ 87,605 $ 144534 $ 292213 $ 147,679
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED STATEMENT OF PLAN NET ASSETS

PENSION TRUST FUNDS

June 30, 1999

(Expressed in thousands)

Assets

Cash and cash equivalents

Receivables:
Member contributions
Employer contributions
Due from other funds

Total receivables

Investments, at fair value:
Equity in short-term investment fund
Equity in pooled trust
Plan specific investments

Total investments

Total assets
Liabilities

Cash overdraft

Vouchers and accounts payable
Due to other funds

Payable to certain individuals

Total liabilities

Net assets held in trust
for pension benefits

Municipal State Police Judicial
Employees' Employees’ Retirement Retirement TOTAL
Retirement Retirement Benefits Benefits (Memorandum
System System Trust Trust only)
124 15  $ 239
8,158 1,375 9,533
7,680 979 8,659
6,603 7 1 1 6,612
22,441 2,361 1 1 24,804
193 1 194
5,683,181 831,580 8,509 5,513 6,528,783
27,787 27,787
5,711,161 831,581 8,509 5,513 6,556,764
5,733,602 833,942 8,634 5,629 6,581,807
6,786 1,193 7,979
3,609 528 5 4 4,146
5 5
654 654
11,054 1,721 5 4 12,784
5,722,548 832,221 8,629 5625 $ 6,569,023

The accompanying notes are an integral part of these financial statements.
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

COMBINED STATEMENT OF CHANGES IN PLAN NET ASSETS

PENSION TRUST FUNDS
For the Fiscal Year Ended June 30, 1999

(Expressed in thousands)

Municipal State Police Judicial
Employees' Employees' Retirement Retirement TOTAL
Retirement Retirement Benefits Benefits (Memorandum
System System Trust Trust only)
Additions:
Contributions:
Member contributions $ 106,124 $ 13229 $ 482  $ 276 $ 120,111
Employer contributions 92,287 6,609 631 737 100,264
State contributions for teachers 30,203 30,203
Interest on service credits purchased 1,284 195 1,479
Service credit transfer payments 372 130 502
Total contributions 230,270 20,163 1,113 1,013 252,559
Investment income:
Net appreciation in fair value of investments 376,448 55,000 578 378 432,404
Interest 114,890 16,511 157 99 131,657
Dividends 41,937 6,133 59 37 48,166
Other investment income 14,062 2,057 20 13 16,152
547,337 79,701 814 527 628,379
Less investment expense 18,633 2,724 28 17 21,402
Net investment income 528,704 76,977 786 510 606,977
Total additions 758,974 97,140 1,899 1,523 859,536
Deductions:
Retirement benefits 303,036 28,689 331,725
Refund of contributions 5,485 1,689 7,174
Administrative expense 2,178 319 2,497
Service credit transfer payments 131 372 503
Total deductions 310,830 31,069 341,899
Net increase 448,144 66,071 1,899 1,523 517,637
Net assets held in trust for pension benefits
July 1, 1998 5,274,404 766,150 6,730 4,102 6,051,386
June 30, 1999 $ 5722548 $ 832,221  $ 8,629 § 5625 $ 6,569,023

The accompanying notes are an integral part of these financial statements.
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

Notes to General-Purpose Financial Statements
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
Notes to General-Purpose Financial Statements

Note 1. Summary Of Significant Accounting Policies
A. Basis of Presentation

The accompanying general-purpose financial statements have been prepared in conformance
with generally accepted accounting principles (GAAP) for governments as prescribed by the
Governmental Accounting Standards Board (GASB), except as described in Note 1(D). GASB is
the accepted standard setting body for establishing governmental accounting and financial
reporting principles. In accordance with GASB Statement No. 20, "Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund
Accounting,” in the absence of specific guidance from GASB pronouncements,
pronouncements of the Financial Accounting Standards Board issued on or before November
30, 1989 have been followed.

B. Reporting Entity

The general-purpose financial statements include all funds and account groups of the State of
Rhode Island and Providence Plantations (the state) and its component units. GASB defines
component units as legally separate entities for which a primary government (the state) is
financially accountable or, if not financially accountable, their exclusion would cause the state's
financial statements to be misleading. GASB has set forth criteria to be considered in
determining financial accountability. These criteria include appointing a voting majority of an
entity’'s governing body and (1) the ability of the state to impose its will on that entity or (2)
the potential for the entity to provide specific financial benefits to, or impose specific financial
burdens on the state. The state has considered all agencies, boards, commissions, public
benefit authorities and corporations, the state university and colleges and the Central Falls
School District as potential component units. Audited financial statements of the individual
component units can be obtained from their respective administrative offices.

Blended Component Units

These component units are entities which are legally separate from the state, but are so
intertwined with the state that they are in substance, the same as the state. They are reported
as part of the state and blended into the appropriate funds.

State Lottery Fund (Lottery) - This fund is used to account for the revenues generated by the
State Lottery Commission in conducting various lottery games. According to statute, earnings
after allocation for prize awards and payment of expenses shall be transferred to the state’s
general fund. For more detailed information, a copy of the financial statements can be
obtained by writing to the State Lottery Commission, 1425 Pontiac Avenue, Cranston, RI
02920.

Rhode Island Refunding Bond Authority (RIRBA) - This authority was created by law for the
purpose of loaning money to the state to provide funds to pay, redeem, or retire certain general
obligation bonds. In fiscal 1998, the state abolished the R.l. Public Buildings Authority (RIPBA)
and assigned the responsibility for managing RIPBA’s outstanding debt to the RIRBA. RIPBA
was previously reported as a blended component unit. The RIRBA is authorized to issue bonds.
Even though it is legally separate, the RIRBA is reported as if it were part of the primary
government because it provides services entirely to the primary government. It is blended into
the Capital Projects Funds and the General Long-Term Debt Account Group. For more detailed
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
Notes to General-Purpose Financial Statements

information, a copy of the financial statements can be obtained by writing to the R.l. Refunding
Bond Authority, State House, Providence, Rl 02903.

Discretely Presented Component Units

Discretely presented component units are reported in separate columns in the combined
financial statements to emphasize that they are legally separate from the primary government.
They are financially accountable to the primary government, or have relationships with the
primary government such that exclusion would cause the reporting entity's financial statements
to be misleading or incomplete. These discretely presented component units serve or benefit
those outside of the primary government. Discretely presented component units are:

Governmental Component Units

University and Colleges - The Board of Governors for Higher Education has oversight
responsibility for the University of Rhode Island, Rhode Island College and Community College
of Rhode Island. The Board is appointed by the Governor with approval of the Senate. The
university and colleges are funded through state appropriations, tuition, federal grants, private
donations and grants. For more detailed information, a copy of the financial statements can be
obtained by writing to the University of Rhode Island, Carlotti Administration Building,
Kingston, Rl 02881; Rhode Island College, Mount Pleasant Avenue, Providence, Rl 02908; and
Community College of Rhode Island, 400 East Avenue, Warwick, Rl 02886-1805.

Central Falls School District - The Rhode Island General Assembly passed an act which
provided for the state to assume an administrative takeover of the Central Falls School District.
The Governor appointed a special state administrator who replaced the school committee. The
state administrator reports to the Commissioner of Elementary and Secondary Education. The
District's purpose is to provide elementary and secondary education to residents of the City of
Central Falls. For more detailed information, a copy of the financial statements can be obtained
by writing to the Central Falls School District, 21 Hadley Street, Central Falls, Rl 02863.

Proprietary Component Units

Rhode Island Housing and Mortgage Finance Corporation (RIHMFC) - This Corporation,
established in 1973, was created in order to expand the supply of housing available to persons
of low and moderate income and to stimulate the construction and rehabilitation of housing and
health care facilities in the state. It has the power to issue notes and bonds to achieve its
corporate purpose. For more detailed information, a copy of the financial statements can be
obtained by writing to the R.l. Housing and Mortgage Finance Corporation, 44 Washington
Street, Providence, Rl 02903-1721.

Rhode Island Student Loan Authority (RISLA) - This Authority, established in 1981, was
created in order to provide a statewide student loan program through the acquisition of student
loans. It has the power to issue bonds and notes, payable solely from its revenues. For more
detailed information, a copy of the financial statements can be obtained by writing to the R.I.
Student Loan Authority, 560 Jefferson Boulevard, Warwick, Rl 02886.

Rhode Island Turnpike and Bridge Authority (RITBA) - This Authority was created by the

General Assembly as a body corporate and politic, with powers to construct, acquire, maintain
and operate bridge projects as defined by law. For more detailed information, a copy of the
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
Notes to General-Purpose Financial Statements

financial statements can be obtained by writing to the R.l. Turnpike and Bridge Authority, P.O.
Box 437, Jamestown, Rl 02835.

Rhode Island Economic Development Corporation (RIEDC) - This Corporation was created by
law in 1974 for the purpose of acquiring and developing real and personal property to promote
the economic development of the state. It has the power to issue tax-exempt industrial
development bonds to accomplish its corporate purpose. In fiscal year 1993, RIEDC created a
subsidiary corporation, the R. I. Airport Corporation, to manage the state's six airports. For
more detailed information, a copy of the financial statements can be obtained by writing to the
R.l. Economic Development Corporation, One West Exchange Street, Providence, Rl 02903.

Rhode Island Convention Center Authority (RICCA) - This Authority was created in 1987 to
facilitate the construction and development of a convention center, parking garages and related
facilities within the City of Providence. For more detailed information, a copy of the financial
statements can be obtained by writing to the R.l. Convention Center Authority, One West
Exchange Street, Providence, Rl 02903.

Narragansett Bay Water Quality Management District Commission (NBC) - This Commission
was created for the purposes of acquiring, planning, constructing, extending, improving,
operating and maintaining publicly owned wastewater treatment facilities. NBC receives
contributed capital from the state to upgrade its facilities. For more detailed information, a
copy of the financial statements can be obtained by writing to the Narragansett Bay Water
Quality District Management Commission, 235 Promenade Street, Suite 500, Providence, RI
02908-5739.

Rhode Island Health and Educational Building Corporation (RIHEBC) - This Corporation has the
following purposes: (1) to assist in providing financing for education facilities for colleges and
universities operating in the state; (2) to assist hospitals in the state in the financing of health
care facilities; (3) to assist stand-alone, non-profit assisted-living and adult daycare facilities; (4)
to assist in financing a broad range of non-profit health care providers; and (5) to assist in
financing non-profit secondary schools and child care centers. RIHEBC issues bonds, notes and
leases which are special obligations of RIHEBC payable from revenues derived from the projects
financed or other moneys of the participating education institution or health care institution.
The bonds, notes and leases do not constitute a debt or pledge of the faith and credit of
RIHEBC or the state and accordingly have not been reported in the accompanying financial
statements. For more detailed information, a copy of the financial statements can be obtained
by writing to the R.l. Health and Educational Building Corporation, 400 Westminster Street,
Providence, Rl 02903.

Rhode Island Resource Recovery Corporation (RIRRC) - This Corporation was established in
1974 in order to provide and/or coordinate solid waste management services to municipalities
and persons within the state. RIRRC has the power to issue negotiable bonds and notes to
achieve its corporate purpose. For more detailed information, a copy of the financial
statements can be obtained by writing to the R.l. Resource Recovery Corporation, 65 Shun
Pike, Johnston, Rl 02919.

Rhode Island Depositors Economic Protection Corporation (DEPCO) - This Corporation was
created in 1991 to assist in protecting the interests of depositors of certain financial
institutions in the state which had been closed when their private deposit insurer failed, thereby
leaving those institutions without deposit insurance as required by statute. DEPCO is

-29 -



STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
Notes to General-Purpose Financial Statements

empowered to acquire all or a portion of the assets of the closed institutions thereby aiding the
prompt repayment of the deposit liabilities of the closed institutions. DEPCO has the power to
issue negotiable bonds and notes to achieve its corporate purpose. For more detailed
information, a copy of the financial statements can be obtained by writing to the R.I.
Depositors Economic Protection Corporation, P.O. Box 8399, Warwick, Rl 02888.

Rhode Island Higher Education Assistance Authority (RIHEAA) - This Authority was created by
law in 1977 for the dual purpose of guaranteeing loans to students in eligible institutions and
administering other programs of post secondary student assistance. For more detailed
information, a copy of the financial statements can be obtained by writing to the R.l. Higher
Education Assistance Authority, 560 Jefferson Boulevard, Warwick, Rl 02886.

Rhode Island Public Transit Authority (RIPTA) - This Authority was established in 1964 to
acquire any mass motor bus transportation system if that system has previously filed a petition
to discontinue its service and further, if RIPTA determines it is in the public interest to continue
such service. Revenues of RIPTA include operating assistance grants from the federal and
state governments. For more detailed information, a copy of their financial statements can be
obtained by writing to the R.l. Public Transit Authority, 265 Melrose Street, Providence, RI
02907.

Rhode Island Industrial Facilities Corporation (RIIFC) - The purpose of this Corporation is to
issue revenue bonds, construction loan notes and equipment acquisition notes for the financing
of projects which further industrial development in the state. All bonds and notes issued by
RIIFC are payable solely from the revenues derived from leasing or sale by RIIFC of its projects.
The bonds and notes do not constitute a debt or pledge of the faith and credit of RIIFC or the
state and accordingly have not been reported in the accompanying financial statements. For
more detailed information, a copy of the financial statements can be obtained by writing to the
R.l. Industrial Facilities Corporation, One West Exchange Street, Providence, Rl 02903.

Rhode Island Clean Water Finance Agency (RICWFA) - This Agency was established in 1991
for the purpose of providing financial assistance in the form of loans to municipalities, sewer
commissions and waste water management districts in the state for the construction or
upgrading of water pollution abatement projects. RICWFA receives capital grants from the
state and federal governments and is authorized to issue revenue bonds and notes. For more
detailed information, a copy of the financial statements can be obtained by writing to the R.I.
Clean Water Finance Agency, 235 Promenade Street, Providence, Rl 02908.

Rhode Island Industrial-Recreational Building Authority (RIIRBA) - This Authority is authorized to
insure first mortgages and first security agreements granted by financial institutions and the
Rhode Island Industrial Facilities Corporation for companies conducting business in the state.
Any losses realized in excess of the fund balance would be funded by the state. For more
detailed information, a copy of the financial statements can be obtained by writing to the R.I.
Industrial-Recreational Building Authority, One West Exchange Street, Providence, Rl 02903.

Rhode Island Water Resources Board Corporate (RIWRBC) - This Board was created by law to
foster and guide the development of water resources including the establishment of water
supply facilities and lease these facilities to cities, towns, districts, and other municipal, quasi-
municipal or private corporations engaged in the water supply business in the state. RIWRBC is
authorized to issue revenue bonds which are payable solely from revenues generated by the
lease of its facilities or the sale of water. For more detailed information, a copy of the financial
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statements can be obtained by writing to the R.l. Water Resources Board Corporate, 100 North
Main Street, Providence, Rl 02903.

Rhode Island Public Telecommunications Authority (RIPTCA) - This Authority owns and
operates a non-commercial educational television station in the state. For more detailed
information, a copy of the financial statements can be obtained by writing to the R.l. Public
Telecommunications Authority, 50 Park Lane, Providence, Rl 02907-3124.

Rhode Island Children's Crusade for Higher Education (RICCHE) - This is a Rhode Island
nonprofit corporation formed for the purpose of fostering the education of economically
disadvantaged youth through scholarship awards, summer jobs programs, and mentoring
programs for parents and students. For more detailed information, a copy of the financial
statements can be obtained by writing to the R.l. Children’s Crusade for Higher Education, One
Allens Avenue, Providence, Rl 02903.

C. Fund Accounting

The general-purpose financial statements have been prepared from accounts maintained by the
State Controller and from reports prescribed by the State Controller and prepared by the
component units based on independent accounting systems maintained by those entities.

The state uses funds and account groups to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain government functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. An account group
is a financial reporting device designed to provide accountability for certain assets and liabilities
that are not recorded in the funds because they do not directly affect net expendable available
financial resources.

The state records its transactions in the fund types and account group described below.

Governmental Fund Types

General - is the general operating fund of the state and is used to account for all financial
transactions except those required to be accounted for in another fund. Included within this
fund are the operations of most jointly financed state - federal programs.

Special Revenue - is used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specified purposes and where a separate fund is
mandated.

Debt Service — is used to account for the accumulation of resources for, and the payment of,
long-term debt. The state’s debt service fund is funded by annual appropriations that
approximate the annual interest savings from debt refundings.

Capital Projects - accounts for resources obtained and used for the acquisition, construction or
improvement of capital facilities not reported in other governmental or proprietary funds. Such
resources are derived principally from the proceeds of general obligation bonds, revenue bonds,
lease participation certificates, and operating transfers from the general fund.
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Proprietary Fund Types

Enterprise - is used to account for activities that are financed and operated in a manner similar
to private business enterprises (1) where the costs of providing goods or services to the
general public on a continuing basis are to be financed or recovered through user charges; or
(2) where the periodic determination of revenues earned, expenses incurred and/or net income
is appropriate. The State Lottery Fund is the only fund in this category.

Internal Service - is used to account for the financing and providing of specified goods and
services, on a centralized basis, for other departments and agencies.

Fiduciary Fund Types

Trust and Agency - is used to account for transactions related to assets held by the state in a
trustee or agency capacity. These include pension trust funds, expendable and nonexpendable
trust funds, and agency funds.

Account Group

General Long-Term Debt Account Group - accounts for all general long-term debt and other
long-term obligations of the primary government not accounted for in the proprietary funds.
Significant long-term obligations include general obligation bonds, revenue bonds, capital leases
and compensated absences.

D. Basis of Accounting

All governmental fund types, expendable trust funds, agency funds and governmental
component units are accounted for using the current financial resources measurement focus
and are maintained on the modified accrual basis of accounting. Under this measurement
focus, only current assets and current liabilities are generally included on the balance sheet.
Operating statements of these funds present increases (i.e., revenues and other financing
sources) and decreases (i.e., expenditures and other financing uses) as changes in net current
assets.

Under the modified accrual basis of accounting, revenues, grants, entitlements and related
receivables are recorded in the accounting period that they become both measurable and
available, i.e., earned and collected or expected to be collected within the next 12 months. Tax
revenues are recorded by the state as taxpayers earn income (personal and business income
taxes) or as sales are made (sales and use taxes) or as cash is received (miscellaneous taxes),
net of estimated refunds. Grant revenue is recorded when the related expenditure has been
made. Cash advances from grants are reported as deferred revenue.

Expenditures are recorded when the related fund liability is incurred. Exceptions to the general
modified accrual expenditure recognition criteria include principal and interest on general long-
term debt which are recognized when due and compensated absences which are recognized
when paid.

On-behalf payments for fringe benefits are reported the same as direct payments to grantees.

Therefore, both the state aid to local public school districts and the state’s share of the
employers’ contribution, as required by General Laws, to the Employees’ Retirement System for
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teachers employed by local public school districts are reported as intergovernmental
expenditures (operating transfers out for the Central Falls School District) in the general fund.

Unexpended general revenue appropriations, as reappropriated by the Governor, and
unexpended restricted revenues and operating transfers in are carried forward at fiscal year end
and are available for expenditure in the following fiscal year. The amounts carried forward are
reflected in the combined balance sheet as part of fund equity.

All proprietary fund types, pension trust funds, nonexpendable trust funds and proprietary
component units are accounted for using the economic resources measurement focus and are
maintained on the accrual basis of accounting. Under the accrual basis of accounting,
revenues and grants are recognized when earned and expenses are recognized at the time
related liabilities are incurred. All assets and liabilities associated with the operation of these
funds are included on the combined balance sheet. Fund equity is segregated into contributed
capital and retained earnings/fund balance.

The financial statements of R.I. Children’s Crusade for Higher Education (RICCHE) are prepared
in conformity with generally accepted accounting principles using FASB guidance. RICCHE
adopted FASB Statement No. 116, “Accounting for Contributions Received and Contributions
Made;” FASB Statement No. 117, “Financial Statements of Not-for-Profit Organizations” and
FASB Statement No. 124, “Accounting for Certain Investments Held by Not-for-Profit
Organizations.”

E. Cash and Cash Equivalents
Cash represents amounts in demand deposit accounts with financial institutions. Cash
equivalents are highly liquid investments with a maturity of three months or less at the time of

purchase.

The state does not pool its cash deposits.
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F. Funds on Deposit with Fiscal Agent

Funds on deposit with fiscal agent in the capital projects funds and trust and agency funds are
the unexpended portion of certificates of participation and funds held by the United States
Treasury Department for the payment of unemployment benefits, respectively.

G. Investments

Investments are generally stated at fair value. Fair value is the amount at which a financial
instrument could be exchanged in a current transaction between willing parties, other than a
forced or liquidation sale. Short-term investments are stated at amortized cost, which
approximates fair value, except for non-participating repurchase agreements, which are stated
at cost.

The pension trust funds may enter into foreign currency exchange contracts to minimize the
short-term impact of foreign currency fluctuations on the asset and liability positions of foreign
investments. The gains or losses on these contracts are included in income in the period in
which the exchange rates change. Gains and losses on contracts which hedge specific foreign
currency denominated commitments are deferred and recognized in the period in which the
transaction is completed. By policy, no more than 50% of actively managed foreign equity
securities (at fair value) may be hedged into the base currency (U.S. dollars).

H. Receivables
Receivables are stated net of allowances for uncollectable and unavailable amounts.
I. Due From Other Governments and Agencies

Due from other governments and agencies represents principally amounts owed to the state in
reimbursement of federal expenditures.

J. Due from/to Other Funds/Component Units/Primary Government

During the course of operations, humerous transactions occur between individual funds within
the primary government and between the primary government and discretely presented
component units. These intra-entity receivables and payables are classified as "due from other
funds/component units/primary government” or "due to other funds/component units/primary
government" in the combined balance sheet.

K. Inventories

Inventory type items acquired by governmental funds are accounted for as expenditures at the
time of purchase.

Inventories of governmental component units are stated at the lower of cost (first-in, first-out
and retail inventory method) or market, and consist primarily of bookstore and dining, health
and residential life services items.

Inventories of the proprietary funds and proprietary component units are stated at cost.
L. Loans and Real Estate Owned
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The R.l. Depositors Economic Protection Corporation (DEPCO) acquired loans collateralized by
real estate, real estate owned and amounts due from receiverships. They are recorded at
estimated fair values. Fair value is the amount that can reasonably be expected to be received
in a current sale between a willing buyer and a willing seller, that is, other than a forced or
liguidation sale. Estimated fair value is determined by appraisals of individual properties or
similar procedures which management believes results in a reasonable estimation of the fair
values of the assets and are consistent with the methodology used by appraisers. Such
methodology is based on estimated cash flows from the collection, sale, orderly liquidation or
other realization of these assets, net of any direct operating expenses and selling costs of the
assets. In formulating the estimates, management takes into account economic conditions and
specific factors applicable to each asset (i.e. financial condition of borrower and guarantor,
condition and marketability of collateral or property owned, collection and workout costs and
advances, liabilities, bankruptcy and pending litigation, etc.). The estimated cash flows are
then discounted at rates believed to result in appropriate market rates of return given the
inherent uncertainties associated with these assets. Amounts realized in excess of or less than
carrying value are recorded in the period in which the corresponding asset is sold.

Interest on most loans is included in income as earned based upon interest rates applied to
unpaid principal. No interest is accrued when loans are greater than 90 days delinquent. When
a loan is placed on nonaccrual, all interest previously accrued but not collected is charged
against current period income. Subsequent cash receipts on nonaccrual loans are applied to
the outstanding principal balance of the loan, or recognized as interest income depending on
management’s assessment of the ultimate collectability of the loan. Nonaccrual loans may be
returned to full accrual status when principal and interest payments are not delinquent.

DEPCO's loans and real estate owned are concentrated in the state. Repayment of loans and
sales of other real estate is in part dependent upon economic conditions of the area.

M. Fixed Assets

The cost of fixed assets acquired by governmental fund types is accounted for as an
expenditure upon purchase.

A statement of general fixed assets is not included herein since the information required to
prepare such a statement has not been fully developed.

Fixed assets used in the operation of internal service funds are generally capitalized in the fund
in which they are utilized and are depreciated on the straight-line basis over their estimated
useful lives. Certain internal service funds use capital leases to finance assets. Since the lease
costs are recovered through service charges, such assets and related debt are accounted for
within the internal service funds. These assets are depreciated over their estimated useful
lives.

The cost of fixed assets used by the enterprise fund is capitalized and depreciation is provided
on a straight-line basis over the estimated useful lives of the assets.

The cost of fixed assets used by the component units is capitalized and depreciation is
provided on a straight-line basis over the estimated useful lives of the assets. With